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(4) CASE MIXINDEX 

The hospital-specificcase &x index is the total of all relativeweights for all services 
provided by a hospital during a period, divided by the number of discharges. 

TN#03-20 Date Approved: effective Date: March 1,2004 

Supercedes #98-13 

AUG 1 i 2004 
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(5) UNIT VALUE 

For hospitals larger than 50 beds, reimbursed usingthe DiagnosisRelated Grouper @RG),
the unit Value rebased methodology effective for services bebeginningMedicareUnit or after March 1,
2004 has been establishedas 80% ofthe published2004 M ‘care nit Value (Labor and 
Non-Labor). 

P&I -.The Unit Value plus the Capital amount multiplied by the claim assigned DRG relative 
weight is the hospital’s Operational Payment.. I  8 

P&I 	Effective for senices provided on or after March 1,2004, the Unit Value for DRG 
hospitals will be determined according to subsection (5). TheDepartment of Human 
Services, as informed by the Legislative Assembly,Emergency Board, or the Department 
of Administrative Serviceszwill determine the aggregatereduction or increase requiredto 
adjust the Unit Value. The adjustment percentageof Medicare’sUnit Value willbe 
.determined by dividing theaggregate reduction or increase by the currenthospital budget. 
The currentUnit Value for each hospital will then be multiplied by the adjustment 
percentage to determine the net amount of decrease orincrease in the hospital‘s current 
Unit Value. This amount will be applied to each hospital‘scurrent Unit Value to determine 
the new Unit Valuefor theindividualhospital, The Department,in accordance with 42 
CFR 447.205,will make public noticeofchanges whenever a UnitValue adjustment is 
made under the provisionof this subsection. Public noticeof changes will be made in 
accordance with42 CFR 447.205 whenever a unit value adjustmentis made under the 
provisions of this subsection. 

TN# 03-20 Date Approved: Effective Date; March 1,2004 
Supercedes #93-18 AUG 1 7 2004 
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(6) DRG PAYMENT 

The DRG payment to each hospital is calculated bymultiplying the Relative Weight 
for the DRG by the Hospital-Specific Unit Value. This isreferred to as the Operational 
Payment. 

(7) costOUTLIER PAYMENTS 

Cost outlier payments are an additionalpayment made toDRG hospitals. An outlier 

payment will be made at the timea claim is processedfor exceptional costs or 

exceptionally long lengths of stay provided toTitle XIX clients. 


Effective for services beginningon or after March 1,2004, the calculation to determine 

the cost outlier payment for all hospitals is as follows: 
-


Non-covered services (suchas ambulance charges) are deducted &om billed charges. 
= The remainingbilled chargesare converted to hospital-specific costs using the 

hospital's cost-to-chargeratio derived from the most recent audited Medicare cost 
report and adjusted to the Medicaid case load. .If the hospital's net costs as determined above are greater than270 percent of the 
DRG payment for the admission and are greater than $25,000, an additional cost 

-. outlier paymentis made. 

TN# 03-20 
supercedes #02-12 

Date Approved: AUG 1 7  2U8feffective Date: March 1,2004 
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b Costs which exceed the threshold ($25,000 or 270% ofthe DRG payment, 
-. whichever is greater) are reimbursedat a percentage. The percentage of net 

costs (costs above the threshold) to be paid ir established by OMAP and may 
be adjusted monthly a6needed mainbin total cost outlier expendituresfor 
the 1993-95 biennium at $9.0 million in Total Funds, excluding cost outlier 
payments made toOregon HealthSciences universityMedical Center. 

- Third party reimbursements are deducted from the O W calculation of 
payable amount'. 

-. 

Formula for Cost Outlier Calculation: 

Billed charges less non-covered charges
X HospitaI-specific cost-to-charge ratio 
= Net c o s  
- 270% of the DRG or $25,000 (whichever is greater) 
z outlier COS& 

X Cost Outlier
outlier 

Percentage 
-- Cost Payment 

The cost outlier percentagenecessary to m y  expend the cost outlierpool is estimated to 
be 30% for the biennium. OMAP will reimburse cost outlier claims at50% ofcosts 
above the threshold and willmonitor payments to determinethe relationship between 
projected and actual outlier payments. An adjustment tothe 50% reimbursement rate will 

--bemade as needed to fully expendthe cost outlier pool, The amount of the cost outlier 
pool will not be exceeded. Cost outlier paymentsmade to Oregon Health Sciences 
University Medical Centerwill not be deductedfrom thispooled amount. 

When hospital cost reports are audited, an adjustment will be made to cost outlier 
payments to reflect the actual Medicaidhospital-specific cost-to-charge ratio during the 
time cost outlierclaims were incurred. . 

- The cost-to-charge ratioin effect for thatperiod of time will be determined from the 
audited Medicare Cost Report andO W 42, adjusted to reflect the Medicaidmix of 
services. 

TN# 03-20 Date Approved: EffectiveDate: March 1,2004 
Supercedes #02-12 AUG 1 7 2004 
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(8) CAPITAL 

The capital paymentis a reimbursement to in-state hospitals for capital costs associated with 
the delivery ofsewices to Title XIX, non-Medicare persons, The Office ofMedical 
Assistance Programs ( O W )uses the Medicare definition and calculationof capital costs. 
As of March 1,2004, O W  willuse Medicare 2004reimbursement Capital cost per 
discharge methodology and rate for Oregon Medicaid discharges 

Capital cost perdischarge is calculated as follows: 

a. The capital cost reimbursement rate is established as 100% of the published 
- Medicare capital rate for fiscal year 2004. 

b. 	 The capital cost is added to the Unit Value and paid p a  discharge. 
Reimbursement of capital at time of claim payment enhanceshospital financial 
health. 


P&I 
(9) DIRECT MEDICAL EDUCATION 

-. 

The direct medical educationpayment is a reimbursementto in-state hospitalsfor 
direct medicaleducation costs associated with the delivery of servicesto Title XIX 
eligible persons. The Office of Medical AssistancePrograms uses the Medicare 
definition and calculation of direct medical education costs. These costs are taken from 
the Hospital StatementofReimbursable Cost (MedicareReport). 

Direct Medical Education costper discharge is calculated as follows: 

The direct medicaleducation cost proportional tothe number ofTitle XIX 
non-Medicare discharges during the period from July 1,1986 through June 
30,1987is divided by the number ofTitle xD[.non-Medicare. This is the 
Title XIX Direct Medical EducationCost per discharge. 

TN#03-20 Approved: Effective Date: March 1,2004Date 
Supercedes #O 1-11 AUG 1 7 2004 . 
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The Title MxDirect Medical Educationcost per discharge forthis 
period is inflatedforward to January 1,1992, using the compounded
CMS DM market basket adjustment. 

Direct Medical Education Payment PerDischarge 

The number of Tide XIX non-Medicaredischarges from eachhospital
for the quarterly period ismultipliedby the inflatedTitle XIX cost per 
discharge. This determines the current quartex's DirectMedical 
Education costs. This amount is thenmultiplied by 85%. Payment is 
made within thirty days of the end of the quarter.

P&I 
(10) INDIRECT MEDICAL EDUCATION 

-
The indirect medicalducationpayment is a reimbursement made to in-state 
hospitals for indirect medical education costs associatedwith the delivery of 
services to Title XIX non-Medicare clients. 

Indirect medical educationcosts are those indirect costs identified by
Medicareas resulting from the effect ofteaching activityon operating costs. 

Indirect medical education payments are made to in-state hospitals 
._ determinedby Medicare to be eligible for suchpayments. The indirect 

medical education factorinuse by Medicare for each of these eligible
hospitals at the beginning.of the State's fiscal yearis the Office ofMedical 
Assistance Program's indirect medica1 education factor, This factor is used 
for the entire Oregon fiscal year. 

The calculation for the Indirect Medical Education Factor is a6 follows: 

Total relative weights from claims paid during the quarter
X Indirect Medical EducationFactor 
-- Indirect Medical Education Payment 

This determines the currentquarter's Indirect Medical Educationpayment, 
Indirect medical education payments are made quarterly to each eligible 
hospital. Payment for indirect medicaleducation costs willbe made within 
thirty days of the end of the quarter. 

-. 

03-20TN# - DateApproved: Effective Date: March 1,2004 
Supercedes #O 1-11 AUG 1.;7 2004 
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P&I 

(11) m u a t e  MedicalEducation Reimbursementfor Public Teaching Hospitals 


The GraduateMedicalEducation (GME) payment is reimbursement to aninstitution for 
the costs of anapproved medical trainingprogram. The State makes GMEpayments to 
non-Type A and B inpatientacute hospitals based on the number of feefor-service 

- hospital inpatient discharges asprovided in (11)Direct Medical Education and (12) 
Indirect Medical Education.Funding for GME is not includedin the ‘capitation rates” 
paid to managed care plans under the OregonHealth Plan resulting inhospitals with 
medical teaching programs notbeing able to capture GME costs when contractingwith 
managed care plans. Since a significant portion of Medicaid payments for acute 
inpatient hospital dischargesare made throughmanaged care plans, an additional 
payment for GME is necessary to ensure the integrity and quality of medical training 
programs.-

The additional GME payme& is a reimbursementto any in-state public acute care 
hospital providing a major teaching program, defined as a hospital with morethan200 
residentsor interns. Thisreimbursement is in addition to that providedunder (11) 
Direct Medical Education or(12) Indirect Medical Education. 

For each qualifying public hospital,the payment amountis initially determinedbased 
on hospital specificcosts for medical educationas reported in the Medicare Cost 

- Report.for the most recent completed reportingyear (base year). Total Direct Medical 
Education @ME) cost consistof the costs for medical residency and the paramedical
education programs. Title XIXDME costs aredeterminedbased on the ratio of Title 
XIX days to total days applied to the total DME costs. 

. . I  

Indirect Medical Education(ME) costs are derived byfirst computing.the percent of 
IME to total Medicare inpatient payments. This is performed by dividing the IME 
Adjustment reported in M e d i c a r e  Cost Reportby the sum of this amount and 

-. Medicare paymentsfor DRG amount - other thanoutlier payments,outlier payments,
inpatient programcapital, and organ acquisition. The resulting percentis then applied 
to net allowable costs total allowable costs less Total DME costs, computed as 
discussed in the previous paragraph). Title XW:IME costs are then determinedbased 
upon theratio ofTitle XIX days to total days. 

The additionalGME payment is calculatedas follows: 

TN NO.#03-20 approval Date: March 1,2004 
SupersedesTN No. 01-11 AUG 1 7 2004 
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-

Total Title XIX GME is the sum of Title XTX IMEand DME costs. Payments for 
Title XIX fee-for-service IMEand DME are thensubtracted&om the Total Title XIX 
GME leaving the net unreimbursed Title XM GME costs for the base year, The net 
unreimbursed Title XTX GME costs for the base year is thenmultiplied by CMS PPS 
Hospital Index.The additional GME payment isrebasedyearly. 

The additionalGMJ3 reimbursement ismade quarterly-
Total payments including theadditional GME payments will not exceed that 
determinedby using Medicare reimbursement principles. The Medicare uppa limit 
will be determined from the most recent Medicare Cost Report and wiUbe performed 
in accordancewith42 CF'R 447.272. The upper limit review will be performed 
before the additional GME payment is made. 

(12) _ _  DISPROPORTIONATE S H A R E  

The disproportionate sharehospital (DSH) payment is an additional reimbursement 
made to hospitals which serve a disproportionatenumber of low-income patientswith 
special needs. 

A hospital's eligibility for DSHpayments is determined atthe beginning ofeach 
State fiscal year. Hospitals which are noteligible under Criteria1may apply for 

--eligibilityat any time during the year under Criteria 2. A hospital may be determined 
eligible under Criteria 2 only after being determined ineligibleunder Criteria 1. 
Eligibility under Criteria 2 is effective &om the beginning of the quarter inwhich 
eligibility is approved. Out-of-state hospitals are eligible for DSH payments ifthey 
have been designatedby their stateTitle XDC Medicaid promas eligibleh r  DSH 
payments within that state. 

TNNo. #03-20 Approval Date effective Date: March 1,2004 
Supersedes TN No. 01-11 AUG 1 7 2004 
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-	 The Per Diem inter-hospital transferPayment rate =the DRG payment dividedby
tbe geometric mean length ofstay for the DRG. 
The finaldischarginghospital receives the full DRGpayment Hospitalsreceiving
cost-based reimbursementreceivethe cost-based reimbursement prorated to the 
remaininghospital bene& days. 

Tansfem fromacute care tn a distinct part rehabilitationunit within the same hospital
shall be considereda discharge and .readmission, with both admissionseligible for a -. 

- separate DRG paymeat. 

TN # 03-20 Approval Date . Effective Date: March 1,2004 
Supersedes TN ## 93-18 AUG 1 7 -2004 
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